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Abstract 
Much has been said about Chinese corporate governance and the new laws on 
companies. While most literature focuses on either the political or the legal doctrinal 
issues, this paper argues that Chinese traditional values do matter in Chinese 
corporate governance. The object of this paper is to report on the preliminary findings 
of a project supported by the General Research Fund in Hong Kong (HK). Thus far 
the survey results from HK respondents support our hypothesis. As such, traditional 
Chinese values should be on the agenda of the next round of company law reforms in 
China. 
 
Introduction 
This paper is financed by the General Research Fund of the HK Government. 
Preliminary survey results from HK respondents strongly suggest that traditional 
cultural values are essential ingredients in the decision making processes by company 
directors based there. 
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The writers submit that although both HK and Chinese directors are reasonably 
cosmopolitan in their training and working experience, traditional cultural values 
often dominate their mentality, despite the contemporary emphasis on the rule of law 
by both the HK and Chinese Governments. This project aims to examine and explore 
the cultural elements of corporate governance, in particular the directors‟ duties so as 
to improve the effectiveness and appropriateness of mandated obligations in the laws.  
 
Project Objectives 
The conception of this current project had humble beginning in 2005 with a publication 
about rethinking the laws regulating directors in HK.
4
 This article was conceived when 
discussions between the two authors which led to the conclusion that the laws 
regulating company directors do not match practices in Hong Kong. And thus a gap 
exists between law and cultural values. This meant that traditional doctrinal legal 
analysis will not be able to resolve this issue. Thus we had to venture beyond the 
„comfort zone‟ of a lawyer‟s training, namely socio-legal perspective in search for 
answers.  
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Following an extensive search we eventually found clues to bridge the gap between law 
and practice from literature in the fields of management and traditional Chinese 
philosophy. With this discovery we drafted a paper submitted to a top-tier journal in 
Britain, thinking that this original thesis will be instantaneously recognized by our 
peers. After a long wait (almost a year) our article was rejected, the referees referred us 
to economic literature to tell us our hypothesis is wrong. Disappointed as we were, we 
send it off to a new professional journal which subsequently published it in 2007. Over 
the following 3 years we continued to pursue this line of research beyond Hong Kong 
into Mainland China, and published a number of articles in predominantly British law 
journals, several of which, were done in collaboration with other academics in law and 
economics.
5
 Each paper we publish helped to edge our ideas forward incrementally to 
the point we realised that empirical data is needed to test our hypothesis.   
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This project attempts to address the knowledge gap in the cultural dimension of 
directors‟ duties in China. We propose that current laws in China are void of cultural 
awareness and sensitivities. Therefore these laws are alien to the country. They are not 
likely to gain acceptance by Chinese businesses beyond superficial compliance. 
Responses from HK based directors serve as comparative data. 
 
We shall survey respondents in both China and HK in order to solicit whether cultural 
practice is a significant feature in corporate governance and directors‟ conduct. The 
reason for surveying people from both territories is to make certain that the cultural gap 
is apparent in China, and not just based on subjective impressions. This is despite the 
fact that HK has a different set of laws and is culturally more pro-Western. In addition, 
HK is increasingly integrated with the economy of Southern China. Business 
interactions have become much more frequent between the two regions. Thus the 
survey findings from HK respondents will add to the external validity and robustness of 
the overall results. 
 
Legal research has traditionally gravitated around the issue of „what is the law?‟ This 
method is useful for lawyers to identify the answer, as well as knowing where to 
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locate the law, at times from multiple sources
6
. Often the judicial process makes 
references to foreign laws to fill the gaps in local legislation. At the same time, culture 
is inextricably linked to the society in which laws operate. Cultural issues in 
comparative law enable researchers to better understand and appreciate the workings 
of laws within the contextual considerations of a jurisdiction often not noticeable in 
legislations. To demonstrate this, the use and adaptation of social science methods in 
legal research is necessary, through primary data from surveys
7
. 
 
 
Samples 
The population of this study includes executives, managers and directors in HK and 
China. The samples are working adults attending part-time postgraduate programmes 
in HK and China. A self-administered questionnaire will be distributed to students 
who volunteer to participate in this survey. The total number of interviewees is 
expected to be over 200. Since English is not the native language to some survey 
participants, the questionnaire will be presented in both English and Chinese as a 
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means to avoid misinterpretation.  
 
The questionnaire contains three sections. The first section contains the Chinese Value 
Survey (CVS)
8
. Respondents are asked to indicate how importantly they regard each 
of the forty traditional values formulated by CVS. The second section contains four 
vignettes designed to obtain the participants‟ opinions on unlawful or unethical 
business behaviour.  The third section contains demographic information.   
 
Preliminary Survey Results 
Up till the end of 2009, 27 questionnaires have been collected from HK respondents. 
40 percent were managers. 7 percent were company directors. The rest identified 
themselves under “others”. 37 percent worked in publicly listed companies in HK. 
The rest worked for either private companies, overseas subsidies or joint venture 
companies. Over 40 percent of the respondents had postgraduate degrees. 37 percent 
had undergraduate degrees. This was followed by diploma and secondary education, 
both at 3.7 percent. 55.6 percent were female. The largest age group was between 26 
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and 30 (25.9 percent). The second largest group was from 36 to 40 (22.2 percent). 
These statistics revealed that most of our respondents were young or middle aged 
female managers with tertiary education. Our survey results thus spoke for the well  
educated young as well as middle aged managers.  
 
From the CVS results, the most important value was “filial piety”. This is arguably 
the most traditional value that stems from Confucian ethics, dating back appropriately 
3,000 years ago. Other highly regarded values were “self-cultivation”, “respecting 
relationships by status”, “benevolent authority”, and “having a sense of shame”. 
 
The results of the four vignettes also reinforce the influence of traditional Chinese 
mindsets. But there are other interesting findings. First, two vignettes were treated as 
equally important in terms of unacceptable conduct. However, one involved a breach 
of directors‟ duty, which was not a criminal offence; but the other involved 
misappropriation of company funds, a criminal offence. Second, the protection of 
minority shareholders‟ interest was not a priority concern amongst the respondents. 
 
Tentative Conclusions 
After three decades of the rapid modernisation and industrialisation, China has been 
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transformed from a socialist economy into a market economy. Unlike economic 
reforms where markets are driven by consumerism and mass production, legal 
reforms need to reflect the norms and values of the society at large. 
 
Whilst there has not been major corporate crisis, the displacement between laws, 
governance, and practices would create massive problems when external economic 
shocks expose these weaknesses. So far the preliminary results of our survey support 
our hypothesis that Chinese traditional values do matter in Chinese directors‟ 
mindsets. The next stage of our research project is to survey respondents in China. If 
the results are similar, this demonstrates that more legal reforms in corporate 
governance and directors‟ duties incorporating traditional Chinese values would be 
indispensable. 
        - END - 
